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TAGS: EFIN.TW 

SUBJ: US DOLLAR FORWARD MARKET: STILL MOVING SLOWLY 

REE: TAIPEI 5446 

1 . THE CENTRAL BANK OE CHINA (CBC) ANNOUNCED THAT TRANS- 
ACTIONS IN THE US DOLLAR FORWARD MARKET FOR THE PERIOD 
FROM AUGUST 1 1 THROUGH AUGUST 23 TOTALLED US DOES 143 
MILLION. EXPORTERS SELLING US DOLLARS ACCOUNTED FOR 

US DOES 129.8 MILLION OF THE TOTAL, WITH DISTRIBUTION AS 
FOLLOWS: 1 - 30 DAYS: US DOES 39 MILLION; 31-60 DAYS: 

US DOES 37.1 MILLION; 61 - 90 DAYS: US DOES 26.9 MILLION; 

91 - 180 DAYS: US DOES 26.5 MILLION. IMPORTERS BOUGHT 
US DOES 13.3 MILLION, NEARLY ALL OF IT SHORT-TERM 
(1-30 DAYS). 

2. A CBC OFFICIAL TOLD EMBASSY THAT TWO CHANGES HAVE BEEN 
MADE IN THE OPERATING RULES FOR THE US DOLLAR FORWARD 
MARKET, EFFECTIVE AUGUST 28: (1) MERCHANTS WILL BE 
ALLOWED TO USE INSTRUMENTS OTHER THAN CASH - SUCH AS 
SHORT-TERM MONEY MARKET INSTRUMENTS - FOR THE 5 PERCENT 
DEPOSIT REQUIRED FOR EACH TRANSACTION (2) THE MINIMUM 
TRANSACTION AMOUNT, US DOES 5000, HAS BEEN ABOLISHED. 
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EACH OF THESE CHANGES IS THE RESULT OF COMPLAINTS FROM 
LOCAL MERCHANTS. TRADERS WOULD LIKE TO DO AWAY WITH THE 
5 PERCENT DEPOSIT ENTIRELY; SOME SPECULATE THAT ITS 
PURPOSE - IN ADDITION TO ENSURING COMPLIANCE WITH FORWARD 
EXCHANGE CONTRACTS - IS TO SOP UP LIQUIDITY IN THE 
ECONOMY. 
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3. RAINIER BANK'S TAIPEI BRANCH WILL HOLD 5 SEMINARS IN 
SEPTEMBER ON THE OPERATION OE FORWARD CURRENCY MARKETS. 
LOCAL COMPANY AND CHINESE BANK REPRESENTATIVES WILL BE 
INVITED. THE SEMINAR WILL BE CONDUCTED BY THE HEAD 

OE RAINIER BANK'S SINGAPORE BRANCH. RAINIER'S TAIPEI 
MANAGER TOLD EMBASSY THAT HE HAS RECEIVED MANY INQUIRIES 
EROM LOCAL BANK EOREIGN EXCHANGE DEPARTMENT MANAGERS 
CONCERNING THE OPERATION OE A FORWARD CURRENCY MARKET, 
EVEN THOUGH RAINIER, AS A REPRESENTATIVE OEEICE, CANNOT 
PARTICIPATE IN THE MARKET. GROC-CONNECTED ORGANIZATIONS 
SUCH AS THE CHINA EXTERNAL TRADE AND DEVELOPMENT COMPANY 
ALSO PLAN TO HOLD EDUCATIONAL SEMINARS. 

4. COMMENT: MOST TRADERS, AS WELL AS LOCAL BANKERS, ARE 
STILL UNCLEAR AS TO HOW THE FORWARD CURRENCY MARKET 
OPERATES, AND THE 5 PERCENT DEPOSIT RULE SERVES TO 
DISCOURAGE THOSE WHO DO UNDERSTAND ITS WORKINGS. CLEARLY, 
THE NEW EORWARD MARKET HAS NOT YET BECOME A VIABLE MEANS 
OE HEDGING AGAINST FUTURE EXCHANGE RATE FLUCTUATIONS. 
UNGER 


UNCLASSIFIED 


NNN 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Message Attributes 


Automatic Decaptioning: X 
Capture Date: 01 jan 1994 
Channei indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: DOLLAR, MARKETS, FOREIGN EXCHANGE TRANSACTIONS 

Control Number: n/a 
Copy: SINGLE 
Draft Date: 28 aug 1978 
Decaption Date: 01 jan 1960 
Decaption Note: 

Disposition Action: n/a 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 

Disposition Date: 01 jan 1960 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1978TAIPEI05751 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Expiration: 

Film Number: D780350-1276 

Format: TEL 
From: TAIPEI 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1978/newtext/t1 978081 5/aaaaamyr.tel 

Line Count: 82 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 
Message ID: 6b19635a-c288-dd1 1-92da-001cc4696bcc 
Office: ACTION EA 

Original Classification: UNCLASSIFIED 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 2 

Previous Channel Indicators: n/a 
Previous Classification: n/a 
Previous Handling Restrictions: n/a 
Reference: 78 TAIPEI 5446 
Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 29 mar 2005 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: N/A 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 1597237 
Secure: OPEN 
Status: NATIVE 

Subject: US DOLLAR FORWARD MARKET: STILL MOVING SLOWLY 
TAGS: EFIN, TW 
To: STATE 
Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/6b1 9635a-c288-dd1 1 -92da-001 cc4696bcc 
Review Markings: 

Sheryl P. Walter 
Declassified/Released 
US Department of State 
EO Systematic Review 
20 Mar 2014 

Markings: Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Sheryl P. Walter Declassifled/Released US Department of State EO Systematic Review 20 Mar 2014 



